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REF: STATE 173509 

1 . EMBASSY CONCURS PROPOSED OPIC TEAM OCTOBER VISIT TO REVIEW/ 
RESOLVE OPERATIONAL PROBLEMS OF OPIC INSURANCE PROGRAM IN NIGERIA. 

2. DURING CONGRESSIONAL STAFF OPIC STUDY MISSION VISIT LAST 

WEEK, EMBASSY HAD OPPORTUNITY TO INFORMALLY REVIEW OPIC PROBELM 
AREAS HERE WITH FMG OFFICIALS AND PRIVATE BUSINESSMEN. FOLLOWING 
EMBASSY COMMENTS ON PIC DEFINED PROBLEM AREAS ARE BASED IN PART 
ON THIS REVIEW. 

A) ACTIVATION WAR RISK COVERAGE - ISSUE REMAINS A SORE 

POINT WITH FMG. CONGRESSIONAL STAFFDELS, FOR EXAMPLE, INDIRECTLY 
RAISED WAR RISK COVERAGE TWICE DURING MEETING WITH MININDUSTRIES 
PERMSEC JODA WHO PARRIED ISSUE, BLANDLY SAYING THAT 1974 AGREEMENT 
COVERED ONLY EXPROPRIATION AND INCONVERTABILITY CLAIMS. FROM 
OUR DISCUSSIONS WITH FMG, IT IS CLEAR THAT LATTER FINDS WAR 
COVERAGE OBJECTIONABLE. ANY U.S. INSISTENCE THAT IT E INCLUDED WITH 
CLEARLY ENCOURAGE REJECTION OF WHOLE OPIC PAKCAGE. WE RECOMMEND 
THAT TEAM APPROACH SUBJECT WITH SENSITIVITY AND FLEXIBILITY. 

B) FOREIGN GOVERNMENT APPROVAL (FGA) PROCEDURES - ASIDE 

FROM WAR RISK COVERAGE, THE PRINCIPAL IRRITANT IN OPIC/FMG RELATIONS 
IS THE FGA. MINDUSTRIES ATTEMPTING REGAIN FGA ISSUING AUTHORITY 
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FROM FEC. NONETHELESS EMBASSY BELIEVES LONG DELAYS AND NON- 
ISSUANCE OF FGA WILL CONTINUE NO MATTER WHICH ARM OF FMG HAS ISSUING 
AUTHORITY FROM FEC. NONETHELESS EMBASSY BELIEVES LONG DELAYS AND 
NON-USSUANCE OF FGA WILL CONTINUE NO MATTER WHICH ARM OF FMG HAS 
ISSUING AUTHORITY. NIGERIAN OFFICIALS BELIEVE FGA NOT NECESSARY, 

AND CLAIM THAT OPIC'S EUROPEAN ANALOGS DO NOT HAVE SIMILAR 
REQUIREMENT. ACCORDING TO OPIC PAPER OF JULY 15, 1977 WHICH 
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IDENTIFIED THE PROBLEM ISSUES, QUOTE THE ONLY REASON THE 
APPROVAL PROVISION HAS BEEN INCLUDED IN THE OPIC AGREEMENT IS 
TO ASSURE THAT THE USG WILL NOT BE ISSUING INSURANCE FOR ANY 
PROJECT THAT IS NOT ACCEPTABLE TO THE FMG U QUOTE. 

FMG OFFICIALS ARGUE HOWEVER THAT REGISTRATION, FOREIGN EXCHANGE 
AND OTHER REGULATORY REQUIREMENTS PROVIDE BY THEMSELVES SUFFICIENT 
EVIDENCE OF THE ACCEPTABILITY OF JOINT- VENTURE PROJECTS TO THE 
NIGERIAN GOVERNMENT. WE THUS BELIEVE THAT VARIOUS ALTERNATIVES 
OFFERED BY OPIC TO KEEP SOME FORM OF FGA WILL RECEIVE COOL RE- 
CEPTION HERE. ALHTOUGH SOME MODIFICATION OF THE FGA MIGHT BE ACCEPTED 
OFFICIALLY BY THE FMG. LIKELY THAT IT WILL NOT BE A TRUE SOLUTION. 

LONG DELAYS/NON-ISSURANCE PROBABLY WILL REMAIN A PROBLEM. SINCE 
FGA PROVISION SEEMS TO HAVE BEEN INCLUDED SOLELY AS AN ASSURANCE 
THAT THE PROJECT IS ACCEPTABLE TO THE FMG AND SINCE THE FMG 
MAINTAINS THAT IT IS REDUNDANT, EMBASSY RECOMMENDS THAT THE FGA 
PROVISION BE DROPPED. 

C) INDIGENIZATION/USG OWNERSHIP - FMG PROFESSES THAT IT 
UNDERSTANDS U.S. POSITION ON OWNING PROPERTY IN OPERATING A 
BUSINESS HERE. STILL, FURTHER CLARIFICATION BY TEAM COULD BE 
USEFUL. 

D) INVESTMENT CLIMATE - ACCORDING TO PIIC PROBLEM IDENTIFI- 
CATION PAPER, FMG BELIEVES THAT QUOTE OPIC FACILITIES OFTEN PROMOTE 
SMALL IRRESPONSIBLE INVESTORS RATHER THAN LARGE PROJECTS UNQUOTE. 

IN FACT, HOWEVER, FMG DOES NOT MAKE THIS CLAIM, AND REALIZES 

THAT ALL ACTIVE OPIC INSURANCE CONTRACTS AND MOST INSURANCE APPLI- 
CATIONS HERE ARE HELD BY LARGE U.S. INVESTORS. IN ANY CASE, TEAM 
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MAY WISH TO EMPHASIZE OPIC'S POTENTIAL IN MOBILIZING FLOW OF U.S. 

CAPITAL AND SKILL TO NIGERIA IN ISSUING TWENTY- YEAR TERM INSURANCE 
DESPITE THE VAGARIES OF INVESTMENT CLIMATE. 

E) FINANCE PROGRAM/ NIGERIAN BANKING - EMBASSY BELIEVES 
RESURRECTION OPIC FINANCE PROGRAM IN NIGERIA WOULD BE FRUITLESS. 

FMG IS FIRM ON MAINTAINING 4 - 9 PERCENT INTEREST SPREAD ON 

LOANS. AND LOOKS TO MERCHANT BANKS (BOTH PRIVATE AND GOVERNMENT) 

TO PROVIDE INVESTMENT SERVICES OFFERED BY OPIC FINANCE PROGRAM. 

THUS FMG VIEWS AN OPIC FINANCE PROGRAM HERE AS UNNECESSARY AND 
DAMAGING TO NIGERIA 1 S FOREIGN EXCHANGE PSOTION. 

F) ICSID - FMG HAS NOT RAISED ICSID VERSUS OPIC QUESTION 
SINCE JUNE 1976 AND EMBASSY BELIEVES MATTER WILL NOT BE RAISED 
AGAIN DURING LIFETIME CURRENT OPIC AGREEMENT. THUS ALTHOUGH FMG 
MIGHT BENEFIT FROM TAM'.S CLARIFICATION OF ICSID AND OPIC 
FUNCTIONS, RAINING AGAIN OF QUESTION MAY NOT BE PRODUCTIVE. 

3. EMBASSY UNCLEAR AS TO POWERS OF OPIC TEAM. WILL IT HAVE 
AUTHORITY TO RENEGOTIATE PARTS OF 1974 AGREEMENT OR ONLY CLEARIFY 
OR SECURE VERBAL AGREEMENTS ON IMPLEMENTATION OF 1974 AGREEMENT. 

4. PARA 5 REFTEL SEEMS TO PROPOSE TWO VISITS IN OCTOBER. PLEASE 
CLARIFY. TNE WOULD APPEAR TO BE SUFFICIENT. 
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